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To the Shareholders of 


EAST SULLIVAN MINES LIMITED 


Your directors are pleased to submit 
herewith the consolidated financial 
statements of your company for the 
year ended August 31, 1975. 


You will note that the financial state- 
ments of your company are no longer 
presented in combination with those 
of Sullivan Mining Group Ltd., as 
has been our practice since the 
amalgamation of a number of our 
companies in September 1969. This 
is in accordance with the request 

of the Commissions having jurisdic- 


tion over the affairs of your company. 


Consequently, our financial state- 
ments for the past fiscal year are 
presented in the consolidated form 
recommended by the Canadian 
Institute of Chartered Accountants. 
They include all subsidiaries of the 
company, including those which are 
only at the exploration stage. 


Sullivan Mining Group Ltd.'s finan- 
cial report is being published under 
separate cover. 


It should be remembered that on the 
one hand, East Sullivan Mines 
Limited owns an identical number of 
shares of Sullivan Mining Group 
Ltd., as it has issued to its own 
shareholders, (that is 4,675,000 
shares — 55.6% of the issued capital 
of Sullivan Mining Group Ltd.), and 
on the other hand, Sullivan Mining 
Group Ltd. owns 1,828,968 shares of 
East Sullivan Mines Limited, (that is 
39.1% of the issued capital) . 


For information purposes, you will 
find, on page 16, a six year review of 
operating results and financial posi- 
tion of your company, together with 
those of Sullivan Mining Group Ltd. 


Financial Results 


Your company, in sympathy with the 
mining industry as a whole, last 
year felt the ill effects of the most 
difficult economical cycle experi- 
enced in more than forty years. 


Even with a cash flow of $4,100,000. 
this past year, compared with 
$8,100,000. the year previous, your 
company suffered a net loss of 
$417,000. ($0.15 per share effec- 
tively in circulation) , in comparison 
with a net profit of $1,897,000. ($0.68 
per share) in the previous year. 


It should be noted that were the 
financial statements of Brunswick 
Tin Mines Limited not consolidated 
with Sullivan Mining Group Ltd. this 
year, the net loss would have been 
only $35,000. 


However, your company’s results for 
1974, appearing in the financial state- 
ments of this report, have been 
restated for comparison purposes. 


Copper Prices 


The dramatic decrease in the prices 
of copper, over which your company 
has no control was certainly the 
main reason for this past year’s loss. 
A total of 12,273,631 pounds of 
copper were produced during the 
year, for which we were paid an 
average of $0.59 per pound, com- 
pared with $0.93 received in the 
previous year. 


Operations 


There were also other important 
factors which contributed to our _ 
losses, such as higher costs for sup- 
plies, escalating labour costs and an 
increase of $1,455,000. in deprecia- 
tion and amortization charges. The 
latter was principally due to a com- 
plete year of operations of the 
Nigadoo mine, compared with only 
eight months in the previous year. 


Despite these adverse conditions, 
the mines of the Eastern Townships 
(Cupra and D’Estrie) and of New 
Brunswick (Nigadoo) operated 
smoothly during the whole year, 
without any major obstacles. 


These mines, at present, are the 
principal source of our cash flow. 
We hope that the world’s economical 
situation and the prices for metals 
will improve in order that our opera- 
tions generate the additional capital 
required for our development and 
future operations. 


Development of New 
Mining Properties 


In the interest of future mining 
operations, a total of $2.6 million was 
spent this year, mainly for under- 
ground development and extensive 
metallurgical research programmes 
under the guidance of Canadian 
Bechtel Limited, consulting engi- 
neers. We hope in this way to 
replace, in time, our depleting ore 
deposits. The accompanying Review 
of 1975 Operations and Exploration 
provides considerable details on 
progress accomplished at these 
properties. 


These monies were spent on two 
deposits, Brunswick Tin Mines and 
Chester Mines. The first is a huge, 
multi-mineral deposit in which tung- 
sten, molybdenum and bismuth are 
the most important elements. The 
second is amore modest deposit 
containing copper and zinc. A con- 
siderable increase in the prices of 
the latter metals would be needed to 
justify a decision towards production 
at Chester Mines. 


The underground development and 
exploration programme completed 
during the year at Brunswick Tin 
Mines has confirmed the grade of 
the deposit, the consistency of the 
values, the competence of the wall 
rock. Sums in excess of $7.7 million 
over a period of eight years have 
been expended to evaluate this large 
deposit. 


Two Sectors of Research 


We wish to express our gratitude 
once more to the Federal and the 
Quebec research departments for 
the excellent results obtained and 
confirmed at their respective pilot 
plants on our behalf. We are bene- 
ficiaries of their continuous col- 
laboration, 


firstly, at the laboratories of the 
Department of Energy, Mines and 
Resources, in Ottawa, for the treat- 
ment of the ores from Brunswick 
Tin Mines, and 

secondly, at the laboratories of the 
Department of Natural Resources, 
in Quebec, for the new chemical 
process for the production of 
lithium carbonate, at our Quebec 
Lithium plant. 


As soon as circumstances justify the 
start of production at Brunswick Tin 
Mines and the re-opening of Quebec 
Lithium mines, the perpetuation of 
the mining operations of your com- 
pany can be anticipated for many 
decades to come. 


Financial Position 


During the past year, the working 
capital of your company was reduced 
from $15,700,000. to $13,000,000. 
This reduction of $2,700,000. includes 
payment of $648,015. in dividends 
and the total cost of the exploration 
and metallurgical research pro- 
grammes executed during the year. 


In the current year, further evaluation 
of the Brunswick Tin Mines property 
will involve only metallurgical re- 
search and considerably reduced 
expenditure. 


New Field of Action 


Following a decision of the Board of 
Directors, your company will explore 
possible avenues for investment 
diversification. We firmly believe 
that the mining industry should 
always continue to be our major pre- 
occupation. 


Montreal, January 8, 1976. 


Administration 


Your board of directors, jointly with 
the board of Sullivan Mining Group 
Ltd., thought it advisable to enlarge 
the Group's executive committee. 
The new members of this committee 
are Messrs. Gendron Beauchemin, 
Engineer, and Brigadier General J. 
Guy Gauvreau. 


Conclusion 


Notwithstanding the economical 
difficulties of the past year, your 
board remains confident in the future 
of the mining industry and particular- 
ly of your company. We wish to 
assure shareholders that unlimited 
efforts will be made in pursuit of 
both growth and profit. 


Finally, it is with pleasure that we 
wish to thank the personnel of your 


company for their loyal services 
throughout the year. 


On behalf of the board of directors. 


CiLce 


J. Jacques Beauchemin, Q.C., 
President. 


REVIEW OF 1975 OPERATIONS 


AND EXPLORATION 


Cupra Division 


Ore mined amounted to 57,506 tons 
averaging 2.31% copper, 4.27% 

zinc, 0.51% lead, 0.014 ounce of gold 
and 1.022 ounces of silver. Thus, a 
reduction of 42% in tonnage milled 
and 47% in metal production resulted 
from the year’s operations as com- 
pared to 1974. 


Ore reserves total 95,000 tons with 
an average grade of 2.46% copper, 
3.80% zinc, 0.51% lead, 0.014 ounce 
of gold and 1.022 ounces of silver. 


D’Estrie Mining Company Ltd. 


The mine produced 176,902 tons 
averaging 2.49% copper, 2.38% zinc, 
0.56% lead, 0.015 ounce of gold and 
1.107 ounces of silver. Compared to 
last year, this represents an increase 
of 19% in tons milled and 17% in 
metal production. 


Ore reserves at August 31, 1975, 
amounted to 955,100 tons with an 
average grade of 2.78% copper, 
1.52% zinc, 0.56% lead, 0.015 ounce 
of gold and 1.107 ounces of silver. No 
reserves are shown below the 4175 
foot level. However a block of 
112,000 tons with a grade of 1.88% 
copper and 0.51% zinc has been out- 
lined between 4175 and 4475 levels, 
but is not considered to be mineable 
at current metal prices. 


A diamond drilling programme has 
been carried out from the bottom 
level to explore the downward exten- 
sion of the deposit, but the results 
have not been encouraging. 


Nigadoo River Mines Limited 


A total of 239,973 tons of ore was 
treated, averaging 0.28% copper, 
2.39% lead, 2.57% zinc and 3.42 
ounces of silver. 


The mineable ore reserve in Zones 
“A” and ‘‘C"’ total 676,696 tons with 
an average grade of 0.20% copper, 
2.88% lead, 3.07% zinc and 3.64 
ounces of silver. 


The two exploration drifts made on 
Anthonian Zone (one on 750 foot 
level and the other one on 450), 
indicate probable ore reserves of 
180,250 tons having a grade of 0.15% 
copper, 3.67% lead, 3.36% zinc and 
3.51 ounces of silver. 


The total reserves, as at August 31, 
1975, amounted to 856,946 tons 
averaging 0.19% copper, 3.05% lead, 
3.13% zinc and 3.61 ounces of silver. 


Clinton Copper Mines Ltd. 


Tons milled amounted to 89,589 tons 
with a grade of 2.60% copper, 2.42% 
zinc, 0.45% lead, 0.013 ounce of gold 
and 0.895 ounce of silver. Mine 
development accounted for 8,111 
tons and stoping for 81,478 tons. 


Mining was terminated during June 
1975. However trucking of the broken 
ore to the Sullivan mill site continued 
until August. Simultaneously all 
installations were removed from 

the mine site and the grounds were 
left ina safe and adequate condition. 


Clinton Copper Mines is jointly con- 
trolled by Dome Mines Limited and 
Sullivan Mining Group Ltd., each of 
which owns 38.7% of the common 
shares. 


Chester Mines Limited 


A decline 10’ x 16’ (at — 18%) was 
started in August 1974. The main 
ramp consisted of 64 feet in open cut 
and 1707 feet in the rock. Slashes 
used as sumps, mucking chambers, 
electric panels room amounted to 
862 feet in drifting equivalent. 35,170 
tons of ore with a grade of 2.06% 
copper are stockpiled at the site. 


The purpose of the exploration pro- 
gramme was to open up a part of the 
disseminated copper zone in which 
surface diamond drilling had in- 
dicated a tonnage of 3.8 million tons 
with a grade of 1.58% copper over an 
average stoping width of 16 feet. 


The main ramp gave by chip sampling 
an average grade of 1.90% copper 
over 10 feet. 


That exploration ramp confirmed the 
grade indicated by surface drilling, 

the competence of the wall rock and 
other factors facilitating the mining. 


The programme terminated in August 
1975: 


Brunswick Tin Mines Limited 


The development phase of the under- 
ground exploration initiated at the 
end of 1973 at the Mount Pleasant 
property of Brunswick Tin Mines 
Limited in Southern New Brunswick, 
was completed during the past fiscal 
year. 


From the 2,100 foot decline, 2,760 
feet of drifts and cross-cuts were 
driven into two higher grade areas 
of the Fire Tower Zone, at a depth 
of about 1,000 feet below surface, in 
order to obtain bulk samples for 


metallurgical tests and also to allow 
sampling and diamond drilling of 
these higher grade areas. The dia- 
mond drilling is not yet completed 
but so far, the program has given 
meaningful results. 


Sampling of 800 feet of cross-cuts 
and drifts within the Western Higher 
Grade Area gave an average grade 
of 0.15% Molybdenum, 0.36% Tung- 
sten and 0.11% Bismuth (average 

of muck and chip samples) . Eighteen 
thousand feet of underground dia- 
mond drilling just completed in the 
same area, on sections 100 feet 
apart, indicate three million tons at 
essentially the same grade, thus 
confirming the indications of the 
surface drilling. The area as outlined 
so far is about 500’ long, 400’ high, 
with an average width of 200 feet. 


The second higher grade area being 
tested underground is the Northeast 
Extension. Drifting and cross-cutting 
through a short section of this area 
to establish drilling stations showed 
a grade of 0.19% Molybdenum, 
0.44% Tungsten and 0.15% Bismuth 
over a tunnel length of 310 feet. 


This cannot be taken however as 
representing the grade of the whole 
area, since the drilling done so far has 
indicated that mineralization extends 
over a minimum length of 1,200 feet. 


The first results of the underground 
drilling indicate that the grade, at 
least in some parts of the zone, may 
be higher than that of the Western 
Higher Grade Area given above. The 
widths vary greatly though, between 
20 feet and 200 feet. It will be some 
months yet before the drilling is 
completed and an overall picture of 
this area can be obtained. 


Surface diamond drilling performed 
during previous years had indicated 
a total of 42.6 million tons of tung- 
sten- molybdenum- bismuth mineral- 
ization of which 30.0 million tons 
with a grade of 0.20% tungsten, 
0.09% molybdenum and 0.08% bis- 
muth are located in the Fire Tower 
Zone. The two higher grade areas 
referred to above are located within 
the 30 million tons of the Fire Tower 
Zone. 


Metallurgical research has been con- 


tinued throughout the year. Very 
extensive tests were performed at 
the Canmet pilot plant of the Energy, 
Mines and Resources Department in 
Ottawa on a three hundred ton bulk 
sample obtained from the new un- 
derground workings at the property. 


Preliminary results of these tests 
are most favourable, indicating that 
both gravity and flotation methods 
perform well in the concentration of 
the principal minerals. Much work 
remains to be done in the evaluation 
of the data; it is hoped however that 
a tentative flowsheet may be de- 
signed within a few months, thus 
allowing the completion of a profit- 
ability study of the project. 


Brunswick Tin Mine’s total expendi- 
tures for the year, including capital 
charges, were $1,915,000. 


Metals Production 


Subsidiary companies 


Total 1974-75 Total 1973-74 


CUPRA Pounds Value Pounds Value 

Division D’Estrie Nigadoo “Ounces S * Ounces $ 
Copper 2,693,630 8,776,642 803,359 12,273,631 (251250. aeroli.old) 1iosesros 
Lead STON W2oe noe 8,303,802 9,934,068 1,978,904 8,149,102 1,964,241 
Zinc 4,172,884 GA19,088 9'2:14/233" 20;506;205,4 8;0615450 218017,759 7,453,181 
Gold 52h 1,686 —_ PANS} 364,149 * 1,922 260,029 
Silver S157 167,634 595,049 * 814,500 3,934,817 * 629,528 2,713,124 
Cadmium 32,699 52,244 119,092 204,035 537,996 162,671 785,073 
Bismuth 954 3,128 24,860 28,942 214,029 28,992 251,274 

$22,342,601 


* 
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EAST SULLIVAN MINES LIMITED and its subsidiaries 


(Incorporated under the Quebec Mining Companies Act) 


CONSOLIDATED BALANCE SHEET 


August 31 


ASSETS 


CURRENT ASSETS 


Cash’and'term deposits! 4c a: oan cee eee ee eae 
Accounts: receivables. esto eee ee ee ee 


Marketable securities, at cost (quoted market value : 
1975 9651)-87 6 — 1974 ==. 9 51451196) rrerercne reer ketene ener aad naar etre 


Recoverable:income taxes cysatec Gee Lee ee ae 
Inventoriesa(notessiand2) © cox. eras eee eee tere ae ee 
Prepaid.expenses (note.9) 22544... ee cee SRR cere Re ieeee 


LONG-TERM: INVESEMENTS Anotes tandi3)\) acne een, oe aoe 


FIXED ASSETS (notes 1, 6 and 10) 


Land at cost 


Buildings, machinery and equipment at cost less accumulated depreciation 
(1975 '$91168/060)—=197 4215813974186 6) eecenen ee et eran rege rer prea ers 


DEFERRED EXPENDITURES (notesi;47G-anG: 10). wae ary eee 


LIABILITIES 


CURRENT LIABILITIES 


Banik loan: c-.¢ie ocd soe seek ea ee nea 
Accounts payable and accrued liabilities. <4. 99.2 ee 
Wages and salaries payable: s.< iu. cee. ee ee ei oe 
Quebec Mining Duties: siccisce aes ote tree ee eae ee 


MINORITY: INTEREST s.. sfc sda5 0c mn ccenntaracte cea ete seria ee eam ne 


SHAREHOLDERS’ EQUITY 


Capital stock (note 5) 
Authorized: 9,350,000 shares without par value : 
Issued PAN675 OO0:shareS eae lt Se ema oe it oem a een eae 


Capital Suro hiss sce. stcxd caves & ete e wiede ete tt re eM oem ae 
Retained earnings =statement 3) o.2.248 a ec ee eee eae 


East Sullivan Mines Limited shares held by subsidiaries (note 5) ......... 


On behalf of the Board of Directors : 


LUCIEN C. BELIVEAU, Director 
LEO SCHARRY, Director 


1975 


$ 5,621,145 
73,645 


694,705 
219,369 
7,943,238 
186,295 


14,738,397 


1,569,488 


111,175 


6,664,795 
6,775,970 
24,259,932 
$47,343,787 


$ 876,572 
565,083 
223,429 

21,000 


1,686,084 


28,043,722 


4,250,000 
700,503 
14,130,534 
19,081,037 
(1,467,056) 
17,613,981 
$47,343,787 


The annexed notes are an integral part of these financial statements. 


STATEMENT 1 


1974 


$ 8,376,168 
47,399 


582,605 
2,211 
G158;193 
66,376 


16,828,552 


__ 1,318,729 


111,175 


6,906,126 
7,017,301 
23,039,810 
$48 204,392 


a 
781 ,288 
149,443 
141,234 


1,071,965 


28,877,678 


4,250,000 
700,503 
14,771,302 
19,721,805 
(1,467,056) 
18,254,749 


$48,204,392 


CONSOLIDATED STATEMENT OF EARNINGS (note 10) 


Year ended August 31 


1975 
VALUE OPA RODUGTION erie seeiie ty tart airs s 4 ace eae vis Rise ower ama eres $22,342,601 
Bess a GOSeONhealzationy: 4... satan aa eer cee wesc od iio nae ess Gee Das 10,244,239 
12,098,362 
OPERATIONS 
POAIEPICH ANIC TIN WLI so gee venta Metre aieta ted ac Pcs wie: nas s ti Sens are ST aR wane 8,364,490 
Administrative and generaliexpensSes <6 cnc chee oe ce eee seca sewer eens 508,128 
Depreciation of fixed assets and amortization of pre-milling 
AIIELe FELTOCIGEVELODINIENE ene et or tarre cha ties h teas tahteeals, ok LRU scale oes eis ete ae 4,492,772 
13,365,390 
Eanes (LOSS) FROM, OPERATIONS int. Sess secie «snes Codon Hone mee’ (1,267,028) 
OTHER EXPENSES 
Net expenses of closed and non operating mines ...............ce0eceeeees 116,649 
Amortization of outside exploration expenses ............00 cece eee ce ees 418,384 
Amoriizationof cost of issue of debentures, cnc. . og e0s bau soem caswae Teles 1,333 
Loss on sales and disposal of fixed assets ................ Meee en ey eee 136,045 
pimottization of goodwillifrom consolidation: . 6.2.6 22 026s. vanes eeec cers es — 
672,411 
(1,939,439) 
OTHER INCOME 
CSTE SHOTI MANION «neces nee mT are wm erie Ce mtakoreiy bee cnc uaa emer erate al omens rar’ 134,383 
ENECT EST ANC CIN ICOMOS PA nee nna Getic Gros alate Lecce donk eh eee reer eae he 822,852 
Profit arising out of acquisitions of shares of subsidiaries .................. — 
PronbOmeaes OC INVESTINEMIS' ca heuc ct eden stl ae ear one oie ere amas 49,786 
1,007,021 
EARNINGS (LOSS) BEFORE MINING DUTIES 
A DaWiNO ni VSN ERE Otani yee aos hong ita oo mttam arene ai eseen. cictnee a (932,418) 
RA ING EE UITIES:. -Sweke carck ooatan ieee hate US.a cer oa Rte aera meaner fe 21,000 
EARNINGS e (LOSS)RBEEORE MINOR GIINTIERES seeemercss entre eran erenen: (953,418) 
MINORUA INTERES iro SHARE ec bates. ca cle ortho he ote ee coeur een (536,657) 
NED EARN INGOMLOSS REORcIDE WEAR. tc. o este es eee ae aici aks $ (416,761) 
NETEARNINGS: (LOSS) PER SHARE: (notes! and'5) 2.402.266.4066: co $ (0.15) 


STATEMENT 2 


1974 


$24,965,675 
11,064,523 


13,901,152 


5,865,664 
466,897 


3,037,674 
9,370,235 
4,530,917 


(10,813) 
440,012 
1333 
PLSIS) Tass 
48,362 
768,649 


3,762,268 


38,886 
863,264 
20 092 


1,032,142 


4,794,410 
425,000 
4,369,410 
2,472,393 

$ 1,897,017 


$ 0.68 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Year ended August 31 


1975 

RETAINEDREARINING Sa Avie EEXGiININITIN Gi @ Fes ae ee $17,981,035 
Adjustments resulting from the inclusion of subsidiaries which were not 
previously included in consolidated statements and now included because 
of principles of consolidation enunciated by Canadian Institute of Chartered 
Accountants ini flare dO 5s 4 shan 5 ar ete eee eee eee eee rene (3,209,733) 
ADJUSTED RETAINED: EARNINGS ys yee eee teers ee 14,771,302 
ADD: 
Netearnings (net lossi tor ine yea. sence. . cete cl aia ne er (416,761) 
Company’s share in prior years’ income tax adjustments ................... 54,647 

14,409,188 
DEDUCT: 
Dividends: ald (mOte.5)) age cea eo ee ee ee Nee ere, ere 278,654 
RETAINED EARNINGS All (ENIDS@R AY BAR: mee eerie eerie ere eae $14,130,534 


STATEMENT 3 


1974 


$16,218,879 


(3,026,356) 
Si 28) 


CON 
(39,584) 
15,049,956 


___ 278,654 
$14,771,302 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year ended August 31 


1975 


WORKING: CAPITAL AIABEGINNING ORS YEAR® q fen 7 nce ee ere eae $15,756,587 


SOURCE OF FUNDS 
INGEN MICS, WCE) OIUNS WEBI? ace c die dortecaenocorsunouedonovnecccons (416,761) 


MiTORITY Ite Keist. Me, Ay eee tenement eines ts cache On Ca ae er __ (536,657) 
(953,418) 
Add : Items requiring no outlay of cash — 
Depreciation of fixed assets and amortization of pre-milling and 
defenredidevelopment ex enGiittinesmmeyes crema Nene arin rear 4,492,772 
AMmOntization of COStoOmiSSuciOmdebenttifes me are aie neenenEn ee 1,333 
Amortization of outside exploration expenditures ..................... 418,384 
Profiton acquisitionohshares in. subsidiaries s....2..- 2 pee ade eee — 
Profit (loss)conmdiSposaltor fixed assctc ew...) 500 nee eee a 136,045 
COCCI! CA COMSOIICERIOM VANE Ol 5 occ cca aaepacancenecsuvvavascasnr —— 
4,095,116 
Proceedstrom disposal of fixed assetse = suns ae see ee eee ee 792,073 
lnstalments:onmortdages tecenvable sauna saat. oe sere eer ne nr 4,242 
4,891,431 
APPLICATION OF FUNDS 
Prior years. inconmte tax adjustments 2)... <a: aoae sn et Gace s nes or (126,729) 
PANG KONO COM MERSOKEISSECS. Ags oni cae oo ou se) aed dwe eo new awbed AOR RSoew Sow see 1,550,284 
QUES SONOMA) SSAOVSIMNCMIUKSS 6 ca nana eshuanencduwoumneanuucenodeuvove 124,280 
Pre-milling expenditures and deferred development expenditures ........... 5,144,835 
Divide mass oelid: heey ca Oe eee ee ee we ee en ence | enn ee ce ars 648,015 
PONS ANG AGVA MCE cite. c tonnes en OF oe ater ees re 255,000 
PURCHASES OTSSMArOG 1 cs cts ae/aains Aas ete Le eS og a ee are eS 20 
7,595,705 
nKeRSISS (CESAISS)) Tin) Vor Mine Ceo! oe au ccuabeccuonusmoucaonscunnonet (2,704,274) 
WORTHING: (G/ANPTIUAL VAT TEINIDI COIR AME/NEY oc nce onanensbodvescuvsussosounne $13,052,313 


STATEMENT 4 


1974 


$13,976,060 


1,897,017 
2,472,393 


4,369,410 


3,037,674 
ifos5 
440,012 
(129,992) 
209 oD 
48,362 
8,056,554 
PDAS T 
10,882 


8,270,353 


53,736 
1,028,052 
296s 
3,928,026 
648,005 
495,000 
207,242 


6,489 826 
1,780,527 
$15,756,587 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


August 31, 1975 


Note 1 — Accounting Policies 
Basis of presentation of financial statements: 


The accompanying financial statements include, on a consolidated basis, the accounts of East Sullivan Mines 
Limited (the Company) and all of its subsidiaries including those that are at the exploration stage. 


Certain subsidiary companies own shares in the Company. The carrying value of such shares has been deducted 
from the Company's shareholders’ equity. Similarly the Company's earnings (loss) per share has been calcu- 
lated based on the number of its shares outstanding after reduction for such intercompany holdings (note 5). 


Inventories 


Mine products are valued at estimated realizable value and mine supplies are valued at the lower of cost or 
possible amount of realization. 


Amortization of preproduction and deferred development expenditures: 


a) Depreciation of buildings and equipment and amortization of preproduction and deferred development ex- 
penditures is based on the estimated service lives of the assets calculated using the method considered 
appropriate in the circumstances, for the most part the straight-line method for fixed assets and on rates, 
based on the total tons of estimated ore reserves, applied to the tons milled during the year. 


b) Preproduction expenditures and development expenditures amount to $11,334,159 for the producing mines 
and will only be recovered out of the proceeds of the ore bodies under production less costs to produce 
and sell provided market conditions are favourable; the same reserve applies to the expenditures of the 
mines at the exploration stage which amount to $11,387,123 the recovery of which is also subject to the 
bringing of these ore bodies to commercial production. 


c) The loss for the year has not been charged with the depreciation of the fixed assets of the Quebec Lithium 
division; the undepreciated capital cost of these assets amounts to $771,684 and management estimates 
that this value could be realized. 


Outside exploration expenditures 


Management has decided to charge outside exploration expenditures for the year to earnings, in prior years, 
theses expenses were deferred when they related to properties on which work was in process; the amount of 
these expenses not written off as at August 31, 1974 was $294,104. 


Note 2 — Inventories 
These consist of: 1975 1974 
Mine supplies: 
Vale ciBatese OS te site cte Rec ke ree Cee ere ca tiene eparey ew ete cee nam A We § 2,028,649 § 1,543,411 
Valnedtat’ possiblesamount of realization. .... +2445 <. -aewascs wees cee see 153,622 153,622 
2,182,271 1,697,033 
COMCANTEIAS Ze Ganhers einel Emvevidinks) Snonnemie sscsesscenosccansesaoce 5,760,967 6,056,760 
$ 7,943,238 S 7,753,793 
Note 3 — Long-term Investments 1975 1974 
a Othewasharesmandadebentures:atcOS kamera eee Porn $ 765,583 S 765,583 
Eoanse and Othereimaecbted messi mamet tase aiek atts iter eae eee are eee 803,905 553,146 
S$ 1,569,488 


b) Other shares and debentures at a cost of $765,583 have no quoted market value. This 
necessarily mean that it represents the amount at which they can be realized. 


Note 4 — Other assets at cost (note 1) 


S$ 1,318,729 


amount does not 


1975 1974 

Preproduction and deferred development expenditures — 
PROCUGII Ge IMMMCS 2a. tarinn Ren tite oct meee artis ve bc ene Var mer eke est te $11,334,159 $12,435,456 
Wines:.at thesexplorationmotages ah.: oc Mity ys es nae ae cue pre patie? mete _ 11,387,123 yao 10,200 
22,721,282 PP PAO XS) 
OVS ~sqolkorrenioral PqoeMMOhWVFAS Losanccsoocaocsncos doonenpnhooocsuwnde — 294,104 
Mining properties, GAINS Ciel COMCASSIONS scccccmbccosnbedcdcoanepooguc 1,537,317 1h XSi SHLTE 
OY Met ase: ate ee PRs Sean A aera Se EE oon Sethe Al a Reet ona ern A 1,333 2,666 
$23,039,810 


$24,259,932 


13 


14 


Note 5 — Shareholders Equity 


The issued capital stock at August 31, 1975 is summarized below: 
Class Ae. Pi. Ca aR Pe eae ee 4,583,727 shares $4,167,025 
GAS Sig Bai tse ees vosaete Cer on Oe oR eG 8 re 91,273 shares 82,975 


4,675,000 shares $ 4,250,000 


Less the Company’s 
interest in its shares held by subsidiaries ............ ' 1,888,471 shares 


2,786,529 shares 


During the year the following dividends were declared: 


Class A= S010 "at share nites. oe Se oes eres ce eee Re eae cae te ee $ 452,228 
Class B — $0.085 a share plus 15% tax on undistributed income ....................... 15,272 
1 fc) | | re rene ss, Korver Seem e nee PERE AA ont ONAN CAN a coho oOo old cackoyo Hit A utd SW aro Dapp ee Oo aes 467,500 
Léss «Company's share: of .dividends paid to. isubsidiaviesw ican. .=1o47 4054 ee eae 188,846 
Net charge to: the retained earnings) s.. 3.0 a eer eetcee eeeee e tastenee reeea ear $ 278,654 


Class A and class B shares are voting, convertible into one another on a share for share basis and rank equally 
with respect to dividends and in all other respects. The only distinction between the two classes is that the 
directors may specify that cash dividends on class B shares be paid first out of 1971 tax-paid undistributed 
surplus on hand (as those expressions are defined in the Income Tax Act of Canada), with the result that 
class B dividends so paid will be less than the class A dividends by the amount of tax paid thereon. 


Note 6 — Income Taxes 


a) The net earnings of the Company and its subsidiaries is not taxable because they have claimed, for tax 
purposes, capital cost allowance, amortization of preproduction expenditures, deferred development and 
outside exploration expenditures in excess of amounts charged to earnings. 


b) Furthermore, the Company and its subsidiaries had at August 31, 1975 further amounts available to reduce 
future taxable incomes (note 7) 


Undepreciated capital cost nis 22.4Gan ge Sa eee Mee ee ee ees een $ 7,215,000 
Outside iexploration.expenditures.....cc 0. es. ste eae ee ee ee oc ea ee $ 6,908,000 
Preproduction expenditures: <0)... 2.0.0 a:0%.00.¢ eae ep eee alee ree eee a Tien $ 5,344,000 
Losses for INCOME tax PURPOSES xis cs aes ac) ciae Been pee er ROR mark Mie ra re a ree $ 765,000 


c) The subsidiaries, at the exploration stage, have, as a Group, an amount of $3,971,000 available to reduce 
their possible future taxable incomes or the Company’s which might be earned from mining operations or 
from investments. 


Note 7 — D’Estrie Mining Company Ltd. - Tax Exempt Period 


The Minister of National Revenue, Income Tax Division did not accept the Company's claim that its income 
from March 1, 1972 to December 31, 1973 was tax-exempt under the provisions of article 28 of the Transitional 
Rules of 1971 concerning the application of federal income tax on income. 


The company has submitted a notice of objection as to the taxation of: the abovementioned income, although 
any taxable income from March 1, 1972 to August 31, 1975 may be eliminated by expenses available to the 
company under the provisions of the income tax act (note 6). 


Note 8 — Pending Legal Procedure 


Legal proceedings have been instituted against the company whereby the plaintiffs are claiming 4s of the 
340,000 escrowed shares of Sullipek Mines Inc. to be issued and allotted to Sullivan Mining Group Ltd. and 
alternatively failing delivery of the claimed shares, the plaintiffs have claimed the sum of $1,000,000 of damages 
against Sullivan Mining Group Ltd. 


This litigation has arisen from an option granted by the Company to Terra Nova Explorations Ltd. on certain 
claims situated in the Gaspé area of the Province of Québec. These proceedings have been contested and in 
the opinion of the company’s counsel they are ill-founded in facts and in law. 


Note 9 — Chester Mines Limited 


a) The company, due to present economic and other conditions, ceased, temporarily, the development of the 
Chester project as at August 31, 1975 and disposed of all the fixed assets other than residences, to the 
parent and affiliated companies. 


b) The amount of prepaid expenses include a sum of $104,601 on deposit with the Province of New Brunswick 
held ‘In Trust’, by that Province, as security for the observance and performance by Chester of its ob- 
ligations to carry out and complete all work and measures deemed necessary by the Province to ensure that 
there will be no contamination of soil and water as determined by the Province and to its satisfaction. 


Note 10 — Nigadoo River Mines Limited 


a) The mine did not operate from November 21, 1971 to January 4, 1972, when mining operations were suspended. 
Since the mining operations were resumed on January 2, 1974, the operating results for the year ended 
August 31, 1974 cover a period of eight months. 


b) Depreciation on fixed assets and amortization of preproduction and deferred mine development expenditures 
were charged in the accounts from January 2, 1974. 


AUDITORS’ REPORT 


To the Shareholders 
East Sullivan Mines Limited 


(No Personal Liability) 


We have examined the consolidated balance sheet of East Sullivan Mines Limited and its subsidiaries as 
at August 31, 1975 and the consolidated statements of earnings, retained earnings and source and application 
of funds for the year then ended and have obtained all the information and explanations we have required. Our 
examination included a general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


The consolidated financial statements of East Sullivan Mines Limited and all of its subsidiaries have been 
prepared in accordance with the principles of consolidation enunciated by the Canadian Institute of Chartered 
Accountants in March 1975. The subsidiaries that are at the exploration stage are included in the consolidation 
whereas in prior years they were excluded. The consolidated financial statements replace the combined state- 
ments of Sullivan Mining Group Ltd. and East Sullivan Mines Limited which were prepared for the purpose 
of determining the interest of the outside shareholders, excluding that of Sullivan Mining Group Ltd. and East 
Sullivan Mines Limited and which were based on the verified financial statements of Sullivan Mining Group 
Ltd. consolidated with certain of its subsidiaries and of East Sullivan Mines Limited. The retroactive inclusion 
of subsidiaries at the exploration stage has necessitated the restating of retained earnings. 


In our opinion, subject to the recovery of deferred expenditures as referred to in note 1, and according 
to the best of our information and the explanations given to us and as shown by the books of the companies, 
these consolidated financial statements present fairly the financial position of the companies as at August 
31, 1975, the results of their operations and the source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles. 


MAHEU, NOEL, ANDERSON, VALIQUETTE & ASSOCIES 
Chartered Accountants 


Montreal, October 31, 1975 
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SIX YEAR REVIEW 


EAST SULLIVAN MINES LIMITED and | 
SULLIVAN MINING GROUP LTD. and subsidiaries 


1975 1974 1973 1972 1971 1970 

Tons of Ore milled cease. ae ae ree 474,381 382,964 314,799 482,247 727,000 708,645 
Operating Results 
NGC PrOduction wteqce eerie semeoe ae ee Were kee ethane $12,098,362 $13,901,152 $9,917,681 $ 7,975,128 $10,465,018 $13,200,693 
Operating Costs Bee eee eer eae 8,854,884 6,282,862 4,751,585 5,262,343 Goss 6,774,986 
Depreciation and Amortization ................ 4,912,489 3,479,019 2,104,490 2,156,843 2,875,109 1,423,387 
Loss on disposals of fixed assets .............. 136,045 289,755 148,702 41,888 31,823 8,862 
OPerincOMetern thera els ree ncn eens 872,638 944,895 433,246 674,968 611,868 637,055 
Income taxes and Mining duties ............... 21,000 425,000 45,000 30,000 45,000 215,000 
EqiOMOliMEIAEliMl ~sccooksundaauesandoonbouune —_ a B 1,673,124 a — —_— 
Net Earnings (loss) is pte. ocak ene (953,418) 4,369,411 1,628,026 lplso.02s 1,811,761 5,415,513 
Net Earnings per share (loSS) ...........0..ccccceeeeeees (0.15) 0.68 0.25 0.18 0.28 0.83 
Financial position 
Gurrent- Assets. quay yan aa ee Ue ae $14,738,397 $16,828,552 $14,488,063 $10,749,941 $10,307,755 $13,684,631 
Current Liabilities <2 ene ae pee ee ee 1,686,084 1,071,965 508,644 409,421 701 ,288 1085;397 
WorkingiGapitall * is... te oe te ee eee 13,052,313 15,756,587 13; 979,419 10,340,520 9,606,467 12,649,240 
INVESEMENES! oe sae eee oe ee 1,569,488 1] kee 676,616 681,012 655,883 606,576 
Fixed Assets: < 2546 Cea We Bt ie ee en 6,775,970 TeOliesOn 8 387,524 8,860,891 9,649,736 99705957 
Beferred Expensecia. 2.5.0 otha nat» pein ony 24,259,932 23,039,810 20,340,195 21,820,629 20,738,257 LiL SIMO is 

45,657,703 47,132,427 43,383,754 41,703,052 40,650,343 40,561,791 
Min Orit yolnite G'S ES iimeeen gett e-em eer eran 1,423,722 1423;(22 (s4 Sei PSA Oneal ee 1,303,610 
Total Outside Shareholders’ Equity ............. 44,233,981 45,708,705 42,037,983 40,357,281 39,304,572 39,258,181 
East Sullivan Mines Limited 
Number of shares held outside” ............... 2,786,529 2,786,529 2,786,529 2,786,529 2,786,529 2,786,529 
Equity per share (fully distributed) ............ $6.84 $7.08 $6.52 $6.26 $6.09 $6.08 
Sullivan Mining Group Ltd. 
Number of shares held outside* ............... 3,693,793 3,693,803 3,693,814 3,693,818 3,724,830 3,724,840 
Equity per share (fully distributed) ............ $6.81 $7.03 * $6.47 $6.20 $6.00 $5.99 
Total shares of both companies held by 
outside-shareholders® ; an<.6. ads eccreo cums 6,480,322 6,480,332 6,480,343 6,480,347 6,511,359 (yO 11 okow) 


* Net of shares held intercompany and by subsidiaries of Sullivan Mining Group Ltd. 


The above SIX YEAR REVIEW is a summary of the restated financial statements of both companies, consolidated to include all of the sub- 
sidiaries of Sullivan Mining Group Ltd. as of September 2, 1969. 
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